DE 99-074
WESTERN IVASSACHUSETTS ELECTRI ¢ COWPANY

Affiliate Application for Findings Pursuant to Section 32(c) of
the Public Utility Hol di ng Conpany Act of 1935

Order On Requested Findings

ORDER NO 23,254

July 7, 1999

APPEARANCES: Public Service Conpany of New Hanpshire by
Robert Berzak, Esq.; Hogan and Hartson L.L.P. by John Lilystrom
Esg. for Consolidated Edi son Energy Massachusetts, Inc.; M chael
Hol nes, Esq. for the Ofice of Consuner Advocate on behal f of
residential ratepayers; and the Staff of the Public Utilities
Comm ssion by Thomas C. Frantz and George McC uskey, and Gary
Epler, Esq., Comm ssion’s General Counsel.
l. BACKGROUND

On May 12, 1999, Western Massachusetts El ectric Conpany
(WVECo), filed with the New Hanpshire Public Utilities Conm ssion
(Comm ssion) a request for certain findings required by the
Public Utilities Hol ding Conpany Act of 1935 (PUHCA) in order to
confer eligible facilities! status on certain non-nucl ear
generating facilities that WWECo proposes to transfer to
Consol i dat ed Edi son Energy, Inc. (CEElI). WWECo is an affiliate
of Public Service Conmpany of New Hanpshire (PSNH) and a whol |l y-
owned operating conpany of Northeast Uilities, a registered

hol di ng conpany under PUHCA

After a conpetitive auction process subject to the

! Eligible facilities are those facilities used for the
“generation of electric energy exclusively for sale at
whol esale.” 15 U S.C. A 8792-5a(2)(A).
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approval of the Massachusetts Departnent of Tel ecomruni cations
and Energy (MDTE), WMECo entered into a Purchase and Sal e
Agreenment with Consolidated Edi son Energy, Inc. for the sale of
290 negawatts of WWECO' s non-nucl ear generating assets. WECo
states that a condition to the closing of the sale is a
determ nation fromthe Federal Energy Regul atory Comm ssion
(FERC) that CEElI is an exenpt whol esal e generator pursuant to
Section 32(a)(2) of PUHCA. Because the facilities being sold by
WVECo have been in WVMECO' s rate base, WMECo contends that a
determ nation that they are eligible facilities under Section
32(c) of PUHCA i s needed.

On May 25, 1999, PSNH filed the testinony of John B
Keane of WMECo before the MDTE. The Conm ssion opened DE 99-074
to investigate the required findings under Section 32(c) of
PUHCA. An Order of Notice was issued on June 8, 1999, setting a
pre-hearing conference and technical session for June 30, 1999.
In addition, an informal technical conference was held on June
23, 1999. On June 24, 1999, a request for intervention was filed
by CEElI and Consol i dated Edi son Energy Massachusetts, Inc.

(CEEM ), the purchasers of the generating assets of WECo.
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At the pre-hearing conference, the parties and Staff
agreed to neet to discuss issues, and if possible, to reconvene
the hearing later in the day. The parties and Staff agreed to
nmove forward with the hearing on the nerits in light of CEEl’s
request for expedited consideration and the absence of any
notions for intervention filed at the pre-hearing conference.
The Comm ssion agreed to expedited consideration and a hearing on
the nmerits was held on June 30, 1999 after the parties and Staff
ended the technical conference.
[1. POSITIONS OF THE PARTI ES AND STAFF

A PSNH

At the hearing, PSNH presented the testinony of Stephen
Hal | , Manager of Rates and Regul atory Matters. M. Hall
testified as to how the proposed sal e of WVECO’ s non- nucl ear
assets, due to Massachusetts restructuring |egislation would
affect the Sharing Agreenent and therefore the costs PSNH
recovers fromcustoners through the Fuel and Purchased Power
Adj ust nent Cl ause(FPPAC). He stated that there would be a
slight, alnost inperceptible, benefit to PSNH s custoners after
t he WWECo/ CEEl sal e is consummated. The benefit occurs because
the sale of WVMECO’ s non-nucl ear generating assets in conjunction
with continued | oad obligation by WVMECo results in higher own-
| oad fuel costs for the Initial Systemas defined in the Sharing

Agreenment. Hi gher Initial Systemown-load costs lead to
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i ncreased joint dispatch savings (JDS) which are split equally
between the Initial Systemand PSNH i n accordance with the
Sharing Agreenent. M. Hall’s testinony al so discussed the
pendi ng sal e of Connecticut Light and Power Conpany’s (CL&P)
non- nucl ear assets and the effects that transaction and
Connecticut electric restructuring will have on PSNH s custoners.
According to M. Hall, due to Massachusetts and Connecti cut
restructuring |legislation, the Sharing Agreenent becones
i noperabl e on January 1, 2000. The inoperability of the Sharing
Agreenment occurs because there will no |onger be an Initial
Systemwith its own generating assets and | oad responsibility for
pur poses of cal culating conbi ned system di spatch savi ngs or
capacity transfer revenues.

PSNH enphasi zes, however, that the denial of the
requested findings in the instant proceeding will not alter the
fact that WWECo nust sell these assets pursuant to a
Massachusetts mandate. Denial of the petition would require
WVECo to go out to auction again. PSNH al so points out that a
purchaser who did not require exenpt whol esal e generator status
from FERC woul d not need this Conm ssion’s approval. PSNH
asserts that non-EWG status would result in a lower bid price and
therefore | ess revenue to offset stranded costs for WVECO' s
custoners.

B. OCA and Staff
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Staff and the O fice of Consuner Advocate (OCA) filed
post - heari ng comments on WVMECo' s requested findings. Both OCA
and Staff are concerned about the |oss of the benefits associ ated
with the Sharing Agreenent. Staff nentions that PSNH s custoners
receive $2 million to $5 mllion per nonth in cost savings due
the conbi nation of JDS and/or capacity transfer revenues. QOCA
poi nts out that the savings are approximtely $55 mllion per
year. OCA believes the findings requested herein accrue to the
benefit of NU sharehol ders or Massachusetts ratepayers, but not
to PSNH s custoners. OCA recommends that the Comm ssion deny the
public interest approval sought by WECo.

Staff does not oppose granting WWECo' s requested
findings, but cites nunmerous issues associated with the
i noperability of the Sharing Agreenent as of January 1, 2000.
Staff also urges the Conm ssion to reserve its right to review
and rul e upon any cost allocation effects or changes in future
pr oceedi ngs.

[11. COW SSI ON ANALYSI S

WVECO requests that this Comm ssion nmake certain
findings under Section 32 of PUHCA in order for CEEI/CEEM to
operate as an exenpt whol esal e generator. Those findings are
necessary because the generating assets being sold were
previously in the rate base of a retail operating conpany and

cannot be sold with EWG status to CEEI/CEEM if states with
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rat emaki ng jurisdiction do not nmake the specific findings. Those
findings require this Comm ssion and the MDTE and Connecti cut
Department of Public Uilities Control to find that allow ng the
proposed generating assets to be eligible facilities 1) wll
benefit custoners; 2) is in the public interest; and 3) does not
violate state | aw.

A finding of eligible facilities status of WVECO' s non-
nucl ear assets is a pre-condition to closing the sale to
CEElI/ CEEM, according to the testinony of PSNH  Because the
assets in question are being transferred to an entity that wll
be engaged in the conpetitive electricity market in New Engl and,
we find that the designation of those assets as eligible
facilities will benefit consuners, in general, and is in the
public interest. In addition, we are aware of no state | aw t hat
woul d prohibit this designation. Wether the WVMECo plant sale is
made to an EWG at a higher price, or a rate-regulated utility at
a lower price, will not affect our jurisdiction to address the
i ssues raised by these sal es concerning the Sharing Agreenent.
Accordi ngly, based on the record before us, we nmake the requested
findings of Section 32(c) of PUHCA. Notw thstandi ng our decision
to make the requested designation, our concern in this proceedi ng
centers on how this pending sale, as well as CL&P s pendi ng
generation plant sale, will affect PSNH s custoners through the
Sharing Agreenent and the Rate Agreenent. The concerns raised by

Staff and the OCA on the effects this sale and the pendi ng CL&P
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sale will have on the Sharing Agreenent and cost allocation are
shared by this Commssion. PSNH s claimin this proceeding that
t he Sharing Agreenent will becone inoperable or effectively
nullified on January 1, 2000, as a result of actions by other
states and state regulators, raises questions about the validity
of PSNH s argunents concerning New Hanpshire' s restructuring
orders as they pertain to any obligations under the Sharing
Agreenment. The effects of WWECO's and CL&P' s asset divestitures
as they relate directly to PSNH s custoners wll be subject to
further review by the Comm ssion in an appropriate proceedi ng.

Based upon the foregoing, it is hereby

ORDERED, that the findings requested by Western

Massachusetts El ectric Conpany are approved as descri bed herein.
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By order of the Public Uilities Conmm ssion of New

Hanpshire this seventh day of July, 1999.

Dougl as L. Patch Susan S. Gei ger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Thomas B. Getz
Executive Director and Secretary



